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been adopted. When the Income tax Is added to the prop-
erty tax, the income from property already taxed Is exempted,
as in Massachusetts and in some of the Swiss cantons. Many
difficulties have, however, arisen in the endeavor to distin-
guish these property incomes. Thus in Massachusetts the
question presented itself whether the income from a business
could be taxed, if the property invested in the business was
already taxed. In a leading case this practice was upheld
on the ground that business profits are the result not only of
the capital invested, but of the industry and skill of the
capitalist.1 Although this is no doubt true, as a matter
of fact the interpretation of the Massachusetts law is unjust
because incomes derived solely from land or from other in-
vestments pay only once, while incomes derived from busi-
ness enterprise pay twice, once on the property invested, and
again on the income derived. It is this inequality of the tax
which renders the system crude and inequitable. This lias
been recognised in practice, and the custom has arisen for
the assessor to allow six per cent on the capital invested in
the, business as representing the income from capital, and
to levy the income tax only on the surplus profits. In the
Swiss eunttms similar provision is made by law and applies
to incomes from all property, the amount exempted being
four to live per cent of the capital. These figures are,
indeed, entirely arbitrary, although they represent an inter-
esting attempt to avoid double taxation.2

If, however, we accept the principle of differentiation, this
attempt is to a certain extent unnecessary. The higher
taxation of income from property as compared with income
from other sources is theoretically defensible, although the
exae.t amount of increase ennnot be fixed a priori. It is
only when the additional rate exceeds this amount that we

1  WiUcojt vs. Middlesex, 1011 Mass. 544.    Cf. Uw mtfiroKtiiig (ILscusBion in
J. A. Lane, AtldrKsa on Taxation with fywr.ial litfereme to Taxation, upon
Income derived from Property subject to Taxation, Boston Executive Bu.si-
xu'HH Association, 1801.    (Jf. also Jfapurt of the Special Commission on Taxa-
tion, UoHton, 1891,

2 For Borne additional considerations, BCC infra, chap. vilL, sec. ii.